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Market Review 

With deep value stocks taking the worst of the blow as the S&P 500 Pure Value index skidded 

5.42% over the five days, the September swoon continued last week,… 



 

…with the setback from the all-time that was reached on September 2 for the mega-

capitalization-stock-dominated S&P 500 almost hitting correction territory when the downturn 

reached 9.6% on a closing basis on September 23. 



 

No doubt, trips south are an inevitable part of the investment process as 5% or greater drops 

without an intervening 5% rebound have happened 304 times over the past 92 years, while the 

count of 7.5% declines under the same terms has been 156. Of course, stocks have proved to be 

very rewarding over the long term with handsome returns for those who remember that the secret 

to success is not to get scared out of them. 



 

Unfortunately, that has been easier said than done for many investors who should remember that 

the only problem with market timing is getting the timing right. Obviously, a few days does not 

prove a point, but it was interesting that Bank of America reported that U.S equity mutual funds 

and exchange-traded funds saw outflows of $26.9 billion in the week ending Wednesday. The 

exodus represented the biggest weekly outflow in nearly two years, and many of these folks 

missed out on the two-day bounce on Thursday and Friday. We don’t find this to be a big 

surprise as history suggests that it often can pay to be greedy when others are fearful. 



 

Of course, outflows from domestic equity funds is nothing new, as the investor love affair with 

bonds has continued virtually without interruption over the last six years. Indeed, since the start 

of 2015, data from the Investment Company Institute shows that more than $700 billion net has 

flowed out of U.S. stock and ETFs, with more than $1.3 trillion net flowing into bond funds and 

exchange traded funds,… 



 

…despite the extraordinarily low interest rate environment,… 



 

…whereby dividend yields on equities compare very favorably, especially as fixed income 

coupons are generally fixed, while payouts on stocks have risen over time,… 



 

…as corporate profits have been on a long-term uptrend, albeit with a few stumbles along the 

way, such as what we are seeing in 2020. 



 

That said, given that COVID-19 and the Great Lockdown produced the worst economic 

downturn since the Great Depression, company earnings, on average, have held up remarkably 

well, no doubt thanks to support from Congress and the Federal Reserve. And speaking of both, 

Fed Chair Jerome H. Powell was on Capitol Hill last week, concluding his prepared remarks,… 



 

…with, “Our economy will recover fully from this difficult period. We remain committed to 

using our full range of tools to support the economy for as long as is needed.” 



 

To be sure, the epic rebound in Q3 will be gigantic, but the economy, especially the jobs market, 

has a long way to go before there is a full recovery,… 



 

…even as the numbers out on housing last week were terrific. 



 

Clearly, developments on the health front will be critical to the near-term market direction, with 

renewed surges in virus cases last week offset by continued positive news on vaccines,… 



 

…so we remain braced for additional volatility, especially as the 2020 Presidential Election 

draws closer. On that score, we know that many are worried about a contested result, but while 

there is never any assurance that past is prologue, we did have such an outcome 20 years ago, 

with Value stocks weathering that storm fairly well. 



 

Stock Updates  

Jason Clark, Chris Quigley and Zach Tart look at seven of our companies that had developments 

of sufficient importance to merit a Target Price review. Keep in mind that all stocks are rated as 

a “Buy” until such time as they are a “Sell.” A listing of all current recommendations is available 

for download via the following link: https://theprudentspeculator.com/dashboard/. We also offer 

the reminder that any sales we make for our newsletter strategies are announced via our Sales 

Alerts. 

Shares of International Paper (IP – $41.16) and Westrock (WRK – $35.81) rose sharply 

Friday (+5.0% and +8.3%, respectively) on the heels of news from industry insiders that IP has 

informed customers that it will be increasing the price of containerboard shipments by $50 a ton. 

Analysts that follow the two companies have noted that the containerboard market has been 

“tight” for weeks, so it is widely expected that Westrock and other competitors will follow suit in 

raising prices. The price increase is reported to be the first of its kind for IP in 2.5 years. If all the 

major players partake in the hike, we wouldn’t be surprised to also see a price increase in 

boxboard. 

https://theprudentspeculator.com/dashboard/


The coronavirus pandemic has been a mixed blessing for IP and WRK with demand for 

packaging rising, while printing paper demand has sharply declined with plenty of people still 

working from home. That said, there seemingly has been a push forward in online shopping for 

even everyday goods because of the pandemic, with people that infrequently or never 

participated in online purchases now doing so at an accelerated clip. While there will continue to 

be headwinds and the potential for additional competition, we are constructive on both firms 

working to optimize their businesses and improve operating cost structures. We have raised our 

Target Prices for both IP and WRK, and they now stand at $56 and $58, respectively. 

Shares of still-stellar-2020-performer Albemarle (ALB – $84.52) plummeted 13% last week 

following electric vehicle maker Tesla’s Battery Day. At the widely anticipated event, Tesla 

CEO Elon Musk announced that his company believes that in time it will be able to reduce the 

amount of lithium used per battery, and that he wanted to make a foray into lithium mining to 

more vertically integrate his company. Lithium accounts for 37% of ALB’s Q2 revenue. 

We were surprised by the extreme negative reaction as investors seemed to respond to the news 

as if Tesla was the only electric car manufacturer in the world. While less lithium per battery 

would be an advancement that would at face value be an operational headwind for ALB and its 

competitors, we remind readers that Tesla has made made many statements that have yet to 

materialize and timelines have often slipped. Further, we note that Tesla is not the only 

manufacturer making electric and hybrid autos in the world. The majority of automakers are 

working vigorously to provide numerous selections up and down the value chain (economy to 

luxury to extreme sport). Additionally, technology that would require less lithium per battery 

would likely lower the price of EV and hybrid offerings and replacement batteries, helping to 

spur demand. 

True, we put nothing past Mr. Musk and wouldn’t be surprised to see his company eventually get 

into the lithium game. This won’t be a near-term issue, however, nor will it be easily 

accomplished. Furthermore, a greater ability to use EVs (longer distance between charging and 

many more charging stations) and potential “green” initiatives such as California Governor 

Gavin Newsom announcing last week that by 2035 new gas combustion vehicles will no longer 

be allowed to be sold in California should further bolster demand. While we might question 

whether Mr. Newsom’s announcement can hold though the courts and the court of public 

opinion, we actually see the potential for intermediate and long-term demand for lithium 

increasing as the global expansion of electric and hybrid vehicles continue. 

We continue to think that over the long-term ALB will benefit from a major positive catalyst in 

lithium batteries as electric vehicle adoption increases and the world’s leading car companies 

race to get desirable EVs to market. In addition, lithium is used in backup and storage batteries 

for the power grid. Albemarle also generates healthy profits from bromine, which is primarily 

used in flame retardants. While demand for bromine has slipped in TVs and computers, it has 

risen for servers and automobile electronics. Further, ALB generates steady cash flows from its 

refining catalyst business. Our Target Price for ALB now stands at $106. 

Shares of our recently recommended department store operator Nordstrom (JWN – $11.92) 

suffered last week as bad news for the retail industry continued to weigh on the retailer. While 



concerns about rising COVID-19 cases led to worries that stores could again be forced to close, 

there is also speculation that an early fall may chill in-store shopping and there have been wider 

bond spreads on retail company debt. 

While we admittedly aren’t epidemiologists or weather forecasters, we think that Nordstrom has 

the financial wherewithal to persevere through a difficult fall and winter, and even if there are 

problems getting to the stores, we put a lot of importance on JWN’s online presence. Also, the 

annual Anniversary Sale was last month, which is historically a major event, so we expect to see 

a good showing in fiscal Q3 and improving conditions in the coming quarters as folks not only 

start spending more, but also have events for which to buy new shoes and apparel. Of course, it 

is hard to predict the future and it hurts to stumble out of the gate, but we remind ourselves that 

some of our largest winners in our 43 years have tumbled in the first part of our ownership. 

Our Target Price for JWN is $32. 

Shares of the thinly traded fuel supplier World Fuel Services (INT – $21.24) skidded more than 

16% over the last 5 trading days as small-cap and energy sector stocks were badly bruised. We 

acknowledge that plenty of near-term uncertainty remains for INT, given that its customers 

operate in some of the industries hardest hit by COVID-19. As a fuel broker that typically draws 

a third to a half of revenue from the aviation industry, sales have taken a shellacking this year, 

while a material turning point may not occur until there is widespread access to a vaccine. 

Despite the operational difficulties and challenged top line, we point out that nearly all the firm’s 

expenses are of the variable type. And after the sale of its payments subsidiary last quarter, cash 

on the books amounts to over two years’ worth of net income experienced in recent years. Of 

course, undervalued shares can always become more undervalued, but we continue to think INT 

has staying power until conditions improve. Shares now trade at nearly 8 times the 2021 

consensus analyst EPS estimate and the dividend yield is 1.9%. Our Target Price for INT is now 

$43. 

Greek shipping concern Tsakos Energy Navigation (TNP – $7.25) released its Q2 financials 

last week. Shares plummeted nearly 15% on the week even as the firm’s bottom line results of 

$1.07 per share trounced analyst estimates, while net charter revenue was some 40% higher year-

over-year. Management continued to upgrade the fleet, exchanging four vessels with an average 

age of 14 years with new ones, of which three have already been delivered. The move is 

expected to add a minimum of $180 million of earning capacity over five years of employment. 

Tsakos has reduced debt by $300 million over the past four years and repaid $50 million of 

outstanding Series B preferred shares last year, while the company expects to retire $50 million 

of Series C preferreds next month. 

TNP COO George Saroglou commented on the past six months, “It has been rollercoaster year 

for the tanker industry and the world as a result of the COVID-19 pandemic and its economics, 

social and health-related effects. We continue to successfully navigate the logistical and 

regulatory challenges of COVID-19 with minimal impact to our operation so far, thank God. It’s 

a big effort. The industry as a result of the pandemic and the lockdowns, the border closures and 

reduced airline capacity has experienced significant challenges in crew changes. We are pleased 



to report that we have safely changed out the number of crew members in our fleet. We want to 

take this opportunity to thank one more time and tell how proud we are for all our seafarers and 

onshore personnel for their hard work, patience, perseverance and professionalism during this 

time of crisis.” 

The firm continues to operate its strategy of covering expenses with fixed charters, while seeking 

additional upside from spot market exposure. Mr. Saroglou commented on TNP’s current 

arrangement, “Thanks to the profit-sharing element that is a big portion of our fleet, TEN 

benefits further where market conditions are strong, like the freight market environment of the 

first half of the year. For every $1,000 increase in spot rates, we have a $0.48 impact in the 

annual EPS, based on the number of TEN vessels that currently have exposures in the spot 

market.” Management expects a low industry order book for new vessels, IMO 2020 regulations 

designed to reduce fuel sulfur content and a recovering economic environment post COVID-19 

to benefit the fleet in years to come. 

There is no doubt that being invested in TNP shares over the last few years has tested our 

patience, despite collecting substantial income along the way. We also were a bit perplexed at 

the decision to execute a 1-for-5 reverse split back in June. That said, we are encouraged by the 

firm’s priority to control debt and pursue conservative chartering structures that cover fixed costs 

with upside through profit sharing. Shares now offer a dividend yield of 6.9% and we have 

adjusted our Target Price to $23. 

Electronic manufacturing services firm Jabil Inc. (JBL – $33.44) earned an adjusted $0.98 per 

share in fiscal Q4 2020 (vs. $0.66 est.). JBL had total revenue of $7.3 billion, versus the $6.3 

billion estimate. Shares rose 7% following the announcement but were roughly flat for the week. 

Jabil reported fewer COVID-19 disruptions than expected in the quarter and strong demand for 

mobility, 5G wireless and cloud products as a result of a major shift in IT infrastructure. We 

agree with JBL management that trends in IT are evolving at a rate never seen before, a 

phenomenon caused by accelerated timelines and heavier reliance on cloud computing networks. 

CEO Mark Mondello commented, “For fiscal ’21, we plan to deliver a core operating margin of 

4% on revenues of $26.5 billion. This mirrors what we committed to you one year ago. It’s 

important to note that the 4% operating margin on the $26 billion correlates to $4 in core EPS, 

again, mirroring what we said last September. Three primary actions give us confidence in our 

outlook: one, the improved makeup of our commercial portfolio; two, reduced levels of 

overhead; and three, lower costs associated with COVID. These 3 actions sum to roughly $180 

million to $190 million of additional income year-on-year FY ’20 to FY ’21. If I step back and 

think about where we’re at today, much of our success here at Jabil is because we place the 

needs of the customer first, and we do so through nonparochial sharing of all resources and all 

capabilities. I think about this sharing as frictionless collaboration. When this collaboration is 

combined with the experience and actions of our team, you have a winning recipe, a recipe 

which delivers optimized solutions and services to our customers.” 

CFO Michael Dastoor detailed, “Today, our business serves a diverse plan of end markets in 

areas that provide confidence in future earnings and cash flows. We have deep domain expertise 

complemented by investments we made in capabilities, all of which gives us confidence in our 



ability to deliver [on our outlook]. And importantly, our balanced capital allocation framework 

approach is aligned and focused on driving long-term value creation to shareholders.” 

JBL’s revenue in the quarter was the highest Q4 in the company’s history and the second-best 

quarter ever (coming in just shy of $7.5 billion of revenue in fiscal Q1 2020). From early on in 

the pandemic, JBL management appreciated the severity of what was likely to come and quick 

action gave the company a head start on its competitors. Of course, the nature of Jabil’s business 

helps too. While nobody is out of the COVID woods yet, we think JBL is well-positioned to 

benefit from intermediate to long-term tailwinds in cloud, 5G and the electrification of 

automobiles. Analysts expect earnings in fiscal 2021 to come in near $4.00 (compared to $2.90 

in fiscal 2020), and they are expected to grow to $4.35 in 2022. The company’s demonstration of 

strong performance across a diversified business platform, reasonable valuation (8.4 times 2021 

EPS) and generous capital return program are positives, and we have hiked our Target Price to 

$52. 

 


